
~AT&T
FrankS. Simone Suite 1000
Government Affairs Director 1120

20
th Street, NW

Washington DC 20036
202-457-2321
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fsimone~att.com

October23,2003

VIA ELECTRONICFILING

Ms. MarleneH. Dortch
Secretary
FederalCommunicationsCommission
445 Twelfth Street,S. W. — RoomTWB-204
Washington,D. C. 20554

Re: Exparte,WC DocketNo. 02-112,Section272(f)(1) SunsetoftheBOC
SeparateAffiliate andRelatedRequirements;CC DocketNo. 00-175,
2000BiennialRegulatoryReviewSeparateAffiliate Requirementsof
Section64.1903oftheCommission’sRules

DearMs. Dortch:

OnWednesday,October22, 2003,JamesTalbot,PatrickMerrickandthe
undersigned,representingAT&T, metwith BrentOlson,William Dever,Renee
Crittendon,William Kehoe,BenChilders,PamelaMegna,JonMinkoff andMichael
CarowitzoftheCommission’sWireline CompetitionBureau, Thepurposeofthe
meetingwasto reviewAT&T’s commentsandreply commentsin theabove-captioned
proceedingaddressingtheappropriateclassification,dominantor non-dominant,of
Bell OperatingCompanies’provisionof in-regioninterLATA telecommunications
services.Theattachedoutlinesummarizingourdiscussionwasprovidedto theFCC
staffin attendance.

Consistentwith section1.1206oftheCommissionrules,I amfiling one
electroniccopyofthis noticeandrequestthat you placeit in therecordoftheabove-
referencedproceeding.

Sincerely,

ATTACHMENT

cc: M. Carowitz W. Kehoe
B. Childers P. Megna
R. Crittendon J. Minkoff
W. Dever B. Olson

L



Promoting US Long Distance
Competition After Sunsetof

Section272



BOCs Have Market Power
Over Local Services

Triennial ReviewOrder: no facilities-basedalternatives
for most residential and enterprise customers

— TRO found “minimal” deploymentof alternative mass-
market loop facilities (~j222); cabletelephony available
to under 10 percent ofhouseholds(iJ 229); wireless
“primarily a complementary [rather than a replacement]
technology” (ii 230)

— CLECs useILEC specialaccessto reach most
commercialbuildings — “between 3% to 5%” servedby
CLEC-owned fiber loops (n.856); CLEC self-
deployment “predominantly” at OC-n level(~298)

— TRO restricts useof liNEs to avoid ILEC special
accessbottlenecks



BOC Control of Local BottlenecksConfers
Market Power in Long Distance

• BOCs have engagedin price squeezes,costmisallocation
and discrimination while subject to section272

— Federal StateJoint Conferenceon Accounting Issues
October 9, 2003 Recommendation: integrated BOC
local and LD “will increasethe risk ofcostshifting”

• Existing nondominant treatment ofBOC LD affiliates
“predicated” on section272

• AT&T nondominant finding basedon the absenceof
bottleneck local accessfacilities

• WTO Agreementrequires “appropriate measures”to
prevent anticompetitive conduct by carriers with market
power (“major suppliers”)



BOC LD ServicesRequire Dominant
Carrier Regulation After Sunsetof Section

272 Pending Other NecessaryReforms
• To ensurethat rates are supported by cost

• May be removedon completion of—

— Intercarrier compensationreform

— Specialaccesspricing restraints

— Specialaccessperformance measures

— IndependentPlC administration

— Increasedprotection againstdiscrimination in
connectionwith joint marketing



Other factors would not prevent the
exerciseof BOC market power

• CMRS providers also dependenton BOC specialaccess
services(seeAWS comments)

• “Opportunity cost” argumentsagainstprice squeezesfail to
recognizethe increasedretail and accessrevenuesBOCs
receivefrom stimulated LD calls whenBOCs reduceLD
prices and IXCs reduce LD prices in response(seeLEC
Classification Order ¶ 127)

• Once BOC misuseof local bottleneckshad led to exit of
IXCs, continued potential BOC misuseof local bottlenecks
would deter further useof “sunk” LD assetsto compete
againstBOCs
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